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This booklet was prepared by the Board of Examiners and by the individuals
indicated at the beginning of each section. Under the bylaws of the Institute, the
Board of Examiners is responsible for supervision of the preparation of the
Uniform CPA Examination and of the conduct of the Advisory Grading Service.
The section authored by the Board is an expression of its policy for the prepara
tion of the examination and the conduct of the grading activities.
Since this booklet has not been formally approved by the Council or the
membership, it does not represent an official position of the American Institute
of Certified Public Accountants.

Preface
This booklet is intended to help candidates pass the CPA examination.
The authors have extensive knowledge of their topics and the informa
tion they provide can be useful to anyone who hopes to be a CPA.
The Uniform CPA Examination and the Advisory Grading Serv
ice were first made available to the states by the American Institute
of Certified Public Accountants in June 1917. Eventually these ex
amination services were adopted by all states, the District of Columbia,
Guam, Puerto Rico, and the Virgin Islands. As a result the CPA
certificates of all jurisdictions are on substantially the same footing,
a condition which has enhanced the national prestige of the CPA
designation and has fostered the interstate practice of public ac
counting.
Those applying to become International Associate Members of
the American Institute of CPAs also write the Uniform CPA Exami
nation and their papers are graded by the Advisory Grading Service.
This use of the CPA examination is expected to have a beneficial effect
upon the international practice of public accounting.
There is a growing need for CPAs, and the accounting profession
welcomes all qualified men and women to its ranks. The increase in
CPAs from 25,000 in 1945 to over 110,000 in 1970 supports these
assertions. Without the CPA examination as a measure of competence,
however, these CPA certificates would have little meaning.
I urge those interested in becoming CPAs to read this booklet
with care.

New York
July 1, 1970

John Lawler
Administrative Vice President
American Institute of CPAs
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Purpose and Scope of the
Uniform CPA Examination
By the Board of Examiners
*

Candidates preparing to write the Uniform CPA Examination as well
as those assisting them with their preparation can be aided by a
knowledge of the purpose and scope of the examination. Information
about the level of professional competence at which the examination
is directed, as well as the areas of knowledge and skills tested, is also
needed for intelligent preparation. Therefore, information on these
aspects of the examination is provided for the benefit of CPA can
didates and their educators.

PURPOSE

The Uniform CPA Examination is one of the means used by boards
of accountancy to measure the technical competence of CPA candi
dates. To understand the place of the examination as a prerequisite
for the CPA certificate, it is necessary to recognize the significance
of the CPA certificate. It is awarded in the public interest to qualified
candidates in accordance with the statute of one of the 50 states, the
District of Columbia, Guam, Puerto Rico, or the Virgin Islands. It is
granted to provide assurance of the competence of individuals offering
or intending to offer their services to the public as professional ac

*The Board of Examiners of the American Institute of Certified Public
Accountants is responsible for the preparation of the Uniform CPA Examination
and the operation of the Advisory Grading Service. All boards of accountancy
use the Uniform CPA Examination and the Institute’s Advisory Grading Service
in the course of their investigations.
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countants; it is not granted for the benefit of those who possess
certificates or of any special group. The need for safeguarding
public interest, therefore, causes the boards of accountancy to
vestigate with meticulous care the qualifications of candidates
the CPA designation.

the
the
in
for

General Objectives

For the protection of the public interest, the CPA is required
to possess certain professional qualifications. Those qualifications
measured by the Uniform CPA Examination are: adequate technical
knowledge, the ability to apply such knowledge skillfully and with
good judgment, an understanding of professional responsibility, and
essential character attributes. Boards of accountancy rely upon means
other than the CPA examination for assurance of the possession of the
necessary character attributes. These means include interviews, letters
of reference, and affidavits of employment. In addition, some boards
also test for knowledge of their rules of professional conduct by ad
ministering an ethics examination.
The Uniform CPA Examination, then, is designed to measure
basic technical competence which includes technical knowledge and
the application of such knowledge, the exercise of good judgment,
and the understanding of professional responsibility.

SCOPE

Subjects, Days, and Times

The CPA examination is given twice a year, in May and No
vember. Application forms and requirements, and examination dates
should be obtained from the boards of accountancy. Examination dates
are also published in Uniform CPA Examination Questions and Un
official Answers: A Supplement to The Journal of Accountancy. The
sequence of the examination sections and their times are as follows:
Accounting Practice, Part I
Auditing
Accounting Practice, Part II
Business (Commercial) Law
Accounting Theory
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Wednesday
Thursday
Thursday
Friday
Friday

1:30
8:30
1:30
8:30
1:30

-

6:00 p.m.
12:00 noon
6:00 p.m.
12:00 noon
5:00 p.m.

The two parts of Accounting Practice constitute a single section.
To provide titles that best describe the content of the sections, in 1970
Commercial Law was designated as Business (Commercial) Law, and
Theory of Accounts was changed to Accounting Theory.
General Content

The content of the examination changes as conditions change
in the discipline of accounting. It is possible, however, to indicate the
general content of the examination, and the knowledge and skills
which it is typically designed to test. Candidates may expect the
examination to measure the extent of their knowledge of:
1.
2.
3.
4.
5.
6.
7.

Accounting concepts, postulates, and principles
Generally accepted auditing standards, audit programs, and audi
tors’ reports
Business organization and operation, including a knowledge of the
basic laws governing such organization and operation
Use of accounting data for managerial purposes
Quantitative methods and techniques as they apply to accounting
and auditing
Federal income taxation
Current professional literature and accounting issues receiving
special attention at the time of the examination.

Candidates are expected to demonstrate their ability to apply
to specific situations their knowledge of the foregoing areas with good
judgment and logical reasoning, and to draw reasonable conclusions
from such applications. In addition, the examination will determine
the extent of their ability to:

1.
2.
3.

4.
5.

Write precisely and concisely, and in good English
Organize accounting data and present them in acceptable form
Discriminate among data in a complex situation, and evaluate and
classify such data
Apply appropriate accounting concepts and auditing procedures
to given situations
Use mathematics with reasonable facility.

Level

The examination is directed to a level of basic competence of
professional quality in the discipline of accounting. The examination
will continue to advance until it is directed to the level of basic com
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petence generally attained from five years of college study in programs
comparable to those described in “Academic Preparation for Profes
sional Accounting Careers.”*
Emphasis

To provide candidates with an understanding of the emphasis
of each of the four sections comprising the complete CPA examina
tion, annotations and lists of topics are presented below. These an
notations and lists are intended only to be illustrative and do not
necessarily include all matters which may appear in the examination.
The examination may also include questions on recent developments
or problems related to professional accountancy, particularly those
matters being currently discussed in the profession’s literature, even
though they are not mentioned in the following pages.
Specialized topics and topics new to the examination are usually,
though not necessarily, tested by alternative or optional questions.
Pairing of topics as alternatives, however, should not lead to the con
clusion that they will be paired in later examinations or that they will
always be tested as alternatives. Rather, topics first tested by an
alternative question usually become the subject of required questions
in subsequent examinations.
It should be kept in mind that it is not possible to make clearcut
distinctions as to the appearance of topics. There is a considerable
overlapping of topics in the three accounting sections: Accounting
Theory, Accounting Practice, and Auditing. For example, an auditing
question may require a knowledge of accounting theory as well as
of auditing procedures.

Auditing

The emphasis in Auditing is placed on testing knowledge of
generally accepted auditing standards as they relate to the CPA’s
functions in his examination of financial statements. Special attention
is given to matters which are the subjects of Statements on Auditing
Procedure, Statements on Responsibilities in Tax Practice, and State
ments on Management Advisory Services. Many questions in Auditing
may involve, directly or indirectly, knowledge of generally accepted
accounting principles. The following areas of knowledge are tested
regularly in the Auditing section.

*Report of the Committee on Education and Experience Requirements for
CPAs, 1969.
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Generally accepted auditing standards. Candidates should know,
understand, and be able to explain the generally accepted auditing
standards of the profession. Questions may require an explanation of
the standards or an interpretation of their meaning. Understanding of
the standards is tested by requiring their application to specific situ
ations.

Internal control. Questions on this topic may require knowledge
of controls over various assets, liabilities, expenses, and costs as well
as the objectives of these controls. In given situations, candidates
should be prepared to identify deficiencies in systems of internal
control, make recommendations to correct the deficiencies, and sug
gest changes in the duties of employees to strengthen the systems.
Understanding of the degree and manner by which internal controls
affect audit procedures may also be tested. Questions on internal
control systems may require a knowledge of flowcharting.

Automatic data processing and computers. Automatic data pro
cessing systems and computers are chiefly treated in the Auditing
section as types of systems which the CPA should understand for
audit purposes. Testing in this area shall be progressively more ex
tensive until the level is reached at which candidates are required
to demonstrate (1) a basic knowledge of at least one computer system
— the function of the component parts, the general capabilities of the
system, and the more universal terms associated with the computer,
(2) the ability to design, analyze, and flowchart a system of modest
complexity, (3) a working knowledge of at least one computer lan
guage sufficient to program, debug, and test a simple problem, and
(4) an understanding of the control procedures and needed modifi
cation of auditing methods to conform to computerized systems.

Audit programs and procedures. As a general rule Auditing in
cludes at least one question on audit programs and procedures.
Questions may provide a situation and ask for the audit program or
procedures which the CPA would apply, or may give an audit pro
cedure and ask for a discussion of it. The emphasis of the questions
is on the understanding of the objectives and purposes of the audit
procedures, and not on the procedures themselves. Usually the knowl
edge tested is why the procedures are applied, and not necessarily
what they are.
Auditing evidence. Candidates may expect to be tested on their
understanding of the significance of the various kinds of evidence
examined or accumulated during an audit. Such evidence is obtained
by observation, inquiry, examination of documents, confirmations,
client representations, comparisons, analyses, and the like. Candidates
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should also know the kinds and importance of information which the
CPA may look for and expect to find in his examination of contracts,
minutes, articles of incorporation, leases, insurance policies, partner
ship agreements, and other documents usually encountered in the
course of an audit.

Auditing theory. This topic includes knowledge of the systematic
array of ideas and basic doctrines which logically explain the nature
of, the reasons for, and the societal significance of auditing. Areas
to be tested include the attest function, the nature and purpose of
audit evidence, the doctrine of due care, and concepts of independence,
integrity, and personal responsibility.
Auditor’s report. Questions dealing with the auditor’s report may
be expected in each examination’s Auditing section. The candidate
may be presented with a situation and required to write an appro
priate auditor’s report in which his opinion might be unqualified,
qualified, or adverse, or he might disclaim an opinion. Knowledge of
the implications and significance of the auditor’s report may also be
tested by multiple-choice questions, or by the presentation of an
auditor’s report on which candidates may be asked to comment.
Candidates may also expect questions pertaining to the CPA’s
responsibilities when he is associated with unaudited financial state
ments. Knowledge of the adequacy of disclosures in the auditor’s
report will also be tested frequently.
Inasmuch as the culmination of an audit engagement is the
auditor’s report, heavy emphasis is placed on this topic in the Auditing
section. Therefore candidates may expect questions in the Auditing
section of each examination dealing with aspects of the auditor’s
report. These questions may bear upon matters such as statement
presentation, footnotes, disclosures, and forms of opinions.
Professional responsibility. Questions relating to professional
responsibility may appear in Auditing from time to time. These
questions will be based on the profession’s rules of professional con
duct and interpretive opinions. The subject of these questions might
be such matters as professional relations with clients and other CPAs
(including the confidential nature of these relations), professional
independence, and professional conduct. Usually the topic of the
accountant’s legal responsibility appears in the Business (Commercial)
Law section.

Constructive service suggestions. There may be interwoven into
Auditing the testing of the candidates’ ability to recognize the need
for constructive service suggestions that arise from auditing engage
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ments. Such suggestions may pertain to modifications of the account
ing or costing system, realignment of personnel duties, strengthening
of security measures, and the like.

Statistical sampling. Candidates should understand the theory
of statistical sampling and be able to apply the techniques in auditing
situations. Such questions will appear in Auditing regularly at levels
of difficulty justified by current professional development in this area
of knowledge.
Accounting Theory
The emphasis of Accounting Theory is the testing of conceptual
knowledge of accounting by multiple-choice questions and questions
requiring chiefly essay answers. Some questions, however, may involve
brief computations or journal entries in their answers. In general those
Theory questions calling for essay answers are directed at obtaining
explanations, justifications or criticisms of accounting principles, or
discussions of the appropriateness of the application of certain ac
counting principles to specified situations. The content of the Ac
counting Theory section is kept current with recent accounting devel
opments. Topics which are the subjects of Opinions of the Accounting
Principles Board appear regularly in Accounting Theory. Therefore
candidates are urged to study the latest accounting textbooks, re
search bulletins, and pronouncements of the Accounting Principles
Board, and to make the reading of accounting journals and other ac
counting literature an important part of their preparation.

Accounting Practice
Accounting Practice emphasizes the testing of the application of
conceptual knowledge of accounting. The section consists of multiple
choice questions and problems which may require the preparation of
working papers, journal entries, financial statements, or financial
schedules. While the problems may usually require computational
solutions, some may require a discussion of features of the solution.
As is the case with Accounting Theory, this section is kept current
with recent developments. Problems on federal income taxes are a
regular part of Accounting Practice.
While quantitative techniques applicable to professional account
ing may appear in all parts of the CPA examination, they appear
regularly in Accounting Practice. The testing will be progressively
more extensive to the point where candidates are tested for their
knowledge of the application of modern algebra (linear and nonlinear),
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calculus (differential and integral), probability and statistics, and
other mathematical techniques developed for business applications.
Theory and Practice topics

The topics covered by Accounting Theory and Accounting Prac
tice are similar despite the difference in the emphases of the sections.
The following list illustrates the wide range of the subject matter,
but may not include all topics which may appear (no significance
should be attached to the order of the topics in the list):
Allocation of income taxes
Analysis of financial statements
Branch and home office accounting
Budgeting, forecasting, and capital budgeting
Business combinations — mergers and acquisitions
Consolidated statements
Corrections of accounts and financial statements
Cost accounting —job order, process, standard, distribution, direct, etc.
Federal income taxes
Computation of provision and liability
Difference between accounting principles and income tax rules
Financial statements (including footnotes) for the going concern
Balance sheet
Income and retained earnings
Sources and applications of funds
Fixed assets — valuation, depreciation, and depletion
Fund accounting — municipal and other
Insurance
Intangibles — valuation and amortization
International operations
Inventories
Investments
Leases
Long-term contracts
Owners’ equity
Individuals
Partnerships
Corporations
Pension costs
Price-level adjustments
Quantitative methods and techniques, mathematics, statistics and
probability
Valuations — current and replacement costs, realizable values.
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Business (Commercial) Law
The objective of Business Law is to test candidates’ knowledge
of the textbook treatment of legal problems inherent in business
transactions and in the audit thereof. Candidates are expected to
recognize the existence of legal problems and the basic legal principles
which are applicable, and they are usually asked to indicate the pos
sible result of the application of basic principles of law to the problem
which is defined or which they must define from the facts. Candidates
may also expect to be tested for their ability to recognize relevant
legal concepts, problems, and issues in specific business situations.
Except for objective-type questions, the answers to questions in Busi
ness Law usually require a statement of the reasoning the candidates
have used to arrive at their conclusions.
The Business Law section is chiefly conceptual in nature and
broad in scope. It is not intended to test candidates’ competence to
practice law or their expertise in legal matters. The intent is to deter
mine that their knowledge is sufficient to enable them to recognize
relevant legal problems, to apply the underlying principles of law to
accounting and auditing situations, and to seek legal counsel, or
recommend that it be sought, when it is appropriate to do so.
The Uniform Commercial Code has now been adopted in all but
one state. Furthermore, the standard business law textbooks are
almost exclusively based upon the Code in those areas of law where
it is applicable. Thus, candidates will be expected to answer questions
covered by the Code according to its provisions.
The Law questions are intended principally to test candidates’
knowledge of the majority rules. However, in areas where minority
rules are covered adequately by the standard textbooks, candidates
may be tested for knowledge of both majority and minority rules.
A knowledge of both majority and minority rules is appropriate be
cause the interstate nature of many accounting practices and business
enterprises requires that the CPA’s knowledge go beyond the law
of a single state. For questions requiring knowledge of only the ma
jority rule, credit will be awarded for the minority rule, when given
in lieu of the majority rule, if the response is clearly identified as being
that of the minority rule.
Answers to questions involving partnerships should be based on
provisions of the pertinent uniform acts.
The following topics, listed alphabetically, may be expected to be
the subject of Business Law questions.

Accountant’s legal responsibility. Knowledge of the accountant’s
common law civil liability to clients and third parties is tested under
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this topic. The common law civil liability is based either upon contract
or tort (negligence or fraud). Also included is the accountant’s civil
and criminal liability imposed by federal statutes, such as the Federal
Securities Acts of 1933 and 1934. Finally, the accountant’s rights
regarding his working papers and privileged communication are in
cluded.

*
Antitrust.
Questions will appear in the Law section based upon
the federal antitrust laws whose dominant concern is the preserva
tion of competition. The Sherman, Clayton, Robinson-Patman, and
Federal Trade Commission Acts are the major sources of law in this
area. These questions will cover matters such as monopolization;
price fixing and other cooperative activities among competitors; resale
price maintenance; boycotts; exclusive dealing and tying restrictions;
mergers; and price discrimination.
Bankruptcy. The Federal Bankruptcy Act is the basis for ques
tions dealing with bankruptcy. This topic includes methods of dealing
with financial failure in lieu of bankruptcy, acts of bankruptcy, volun
tary and involuntary petitions in bankruptcy, administration of the
bankrupt’s estate, preferences, priorities, exemptions, duties of a
bankrupt, bankruptcy offenses, and the effect of a discharge on the
bankrupt’s debts.

Commercial paper. The major provisions of Article 3 (Commer
cial Paper) and Article 4 (Banking) of the Uniform Commercial Code
come under this topic which is traditionally referred to as Negotiable
Instruments. It includes the types of negotiable instruments, the con
cept and importance of negotiability, the requisites for negotiability,
negotiation, holding in due course, defenses, and the rights of the
parties to the instrument.
Contracts. This topic is concerned with the fundamental legal
question of which promises between two or more persons are to be
afforded the status of contracts, and hence, are enforceable in a court
of law. Subject matter includes offer, acceptance, consideration, le
gality, capacity to contract, unfairness in the bargaining process
(e.g., fraud), the Statute of Frauds, third-party rights, performance,
breach, and remedies. In addition, Article 2 (Sales) of the Uniform
Commercial Code must be considered in light of the substantial
changes it caused to contracts for the purchase or sale of goods.

*Topics indicated are new to the Business Law section and may be expected
in the November 1972 and subsequent examinations.
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Federal securities regulation
*
Knowledge of the Securities Act
of 1933 and the Securities Exchange Act of 1934 is tested under this
topic. Included are the scope of the 1933 Act’s registration require
ments, exempt securities, exempt transactions, and the liability of the
various parties involved in making a public offering of securities.
Included within the coverage of the 1934 Act are the application of
the Act’s rules to both listed and unlisted corporations, corporate
reporting requirements, antifraud provisions and disclosure of insider
information, and short-swing profits. As mentioned above, questions
pertaining to the accountant’s liability under both Acts will appear
in Business Law.
Forms of business organizations. Three major areas of business
law are covered by this topic. One is the area of agency with the main
focus upon the subject of imposition of liability in contract and tort
by the agent upon his principal. This area of law may be tested in
situations relating to proprietorships, partnerships, or corporations.
Another major area is partnership law which encompasses the char
acteristics of the partnership and limited partnership; the rights,
duties, and liabilities of the partnership and the partners among them
selves and to third parties; and the rights of the various parties upon
dissolution. The third major area is corporate law with emphasis on
traditional state law regulation of the corporation as contrasted with
federal regulation of the corporation. Included in the subject matter
are corporate characteristics; incorporation; corporate rights, powers,
and liabilities; corporate financing; directors’ and officers’ duties and
liabilities; and stockholder rights.

Insurance. Under this topic primary emphasis is placed upon
life and property (fire) insurance in relation to the successful man
agement of a business. The topic embraces matters such as the in
surable interest in the lives of owners and managers of the business
entity and its debtors, and the insurable interest in property which
the business owns, rents, or has sold under various financial ar
rangements.
Property. This topic is concerned primarily with real property
law, although the distinction between real and personal property is
also included. Among the subjects covered are the various estates
in land, conveyances of real property, adverse possession, the land
lord-tenant relationship, and real property mortgages.

*Topics indicated are new to the Business Law section and may be expected
in the November 1972 and subsequent examinations.
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Regulation of the employer and employee relationship
*
Ques
tions on this topic are based upon the Fair Labor Standards Act, the
Social Security Act, and typical state workmen’s compensation laws.
The emphasis of these questions is on the impact that these laws have
on employer-employee relationships.
Sales. This topic is largely concerned with Article 2 (Sales) of
the Uniform Commercial Code which includes warranty protection
of the buyer, privity of warranty, allocation of risk of loss, and the
buyer’s and seller’s rights, duties, and remedies. In addition, problems
arising as a result of a bulk purchase, covered by Article 6 (Bulk
Sales) of the Uniform Commercial Code, are included.
Secured transactions. Article 9 (Secured Transactions) of the
Uniform Commercial Code, which contains a new and comprehen
sive set of laws regulating security in personal property, is covered
under this topic. The Article applies whenever personal property is
used as security for a debt and to outright sales of accounts receivable
and chattel paper. Creation, attachment, and perfection of a security
interest, and the various priorities and rights of creditors and third
parties are included.

Suretyship. Included in this topic are the identification and
characteristics of the surety relationship, the various rights of the
parties to the relationship, the surety’s defenses, and the co-surety
relationship.
Wills and estates and trusts. This topic includes the execution
and validity of a will, the administration of a decedent’s estate, and
the creation and administration of a trust.

* Topics indicated are new to the Business Law section and may be expected
in the November 1972 and subsequent examinations.
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General Preparation for the Examination
By the American Accounting Association Committee on the
CPA Examination
*

A Question of Attitude

Passing the CPA examination is the critical first step for persons
entering professional accounting. It is the most important single ac
complishment for aspiring CPAs, necessary for just about everything
else they will do. It should not be taken lightly, therefore, but neither
should it be thought of as an impossible undertaking. The first task
of the candidate is to develop a healthy attitude toward the examina
tion; the attitude that passing it is a reasonable, attainable goal, but
one requiring substantial effort. This is most important since it will
condition how well the general suggestions which follow will be car
ried out.
The candidate should be neither overly optimistic nor unduly
pessimistic regarding his chances on the examination. Too much op
timism is likely to result in too little study; too much pessimism,
in a defeatist attitude. Either could be disastrous. Wrong attitudes
have led some candidates to take the examination for “experience”
or “practice.” The candidate should take the examination only with
the expectation of passing, and one can reasonably expect to pass only
after relentless, habitual, and intensive review for a minimum of two
or three months prior to the examination dates. Halfhearted prepara
tion will result in failure; and failure, no matter how it is explained,
is discouraging.
Assuming the candidate has developed the “right” frame of

*This section is not an official statement of the American Accounting As
sociation. It was written for the guidance of CPA candidates by the 1968-69
Committee.
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mind, there are some general requisites for success that he should be
aware of, since these condition the particular procedures to be fol
lowed in preparing for the examination.
Requisites for Success

There are three major requisites for success on the CPA exami
nation: (1) an adequate general intelligence, (2) the education pro
vided by a baccalaureate degree with a major in accounting, and (3)
an intensive review for an extended period of time.
There is greater chance for success if an appropriately educated
candidate takes the examination at the earliest date after becoming
eligible. The emphasis of the examination is upon testing knowledge
obtained from academic study for entry into the accounting profes
sion. Undue delays after graduating from college, therefore, are likely
to result in the candidate forgetting information essential to success
on the examination.
There are no simple formulas which can be applied to every
candidate to insure success. Candidates vary in general intelligence,
educational background, and emotional makeup, so each must develop
his procedures for learning accordingly. Two initial steps are essential:
A candidate should: (1) learn what the goals of the examination are,
study the types of topics covered, ascertain what will be expected of
him (studying this booklet will help substantially), and (2) objec
tively evaluate himself, his capabilities and limitations, in the light
of the findings in (1). These steps are essential if the candidate is to
develop a study plan appropriate to his circumstances, and only the
candidate can do this. There are some general guides, however, that
might be profitably considered as a start in developing a study plan.
General Suggestions

Have a definite review program

Once the candidate has developed the proper attitude and has
analyzed his own weaknesses and strengths, he is ready to formulate
his plan of attack — his review program. Obviously the total antic
ipated hours of study needed, the topics to concentrate on, the
procedures to follow, will depend upon the educational background,
experience, and emotional makeup of each candidate; but the follow
ing procedures should be considered by all candidates.
A candidate should formulate a rigorous plan of study and review.
This may mean an intensity of study that he has never undergone
14

before. Time for study should be budgeted. Several short study periods
are more productive than a weekend marathon. There is plenty of
time each day for preparation if time is used efficiently. Studying
consistently is important. One of the major challenges is “sticking
with it,” devoting a minimum of two or three hours daily to review.
This requires a selection of hours which are best suited to study and
then conscientious, tenacious adherence to a self-imposed schedule.
Self-discipline is the most difficult task of all.
Review courses are offered throughout the country and many
candidates enroll in these programs to help them prepare. Such courses
can be very helpful if the candidate will make proper use of them.
Too often, unfortunately, candidates assume that all they have to do
is “show up” for these sessions and by some process of osmosis they
will absorb all the knowledge needed to pass the examination.
Instructors of these courses can explain and clarify, encourage, and
direct; but this does not relieve the candidate from the intensive study
needed to pass the examination.

all sections simultaneously
All states award partial credit to candidates who pass less than
the entire examination, though regulations vary substantially. The
candidate should not think that it is more efficient to prepare for only
one or two sections at a time. On the contrary, the best performance
is achieved by the candidate who prepares for all sections of the
examination simultaneously. This is because Auditing, Theory, and
Accounting Practice are so interrelated and interdependent that re
view of one is beneficial to the others. After all, good practice is
nothing more than the application of good theory. Good theory, simi
larly, is nothing more than the explanation of good practice. And since
good practice and theory have been influenced heavily by the attest
function of accounting, it follows that knowledge in these two areas
is essential, though insufficient of course, to pass Auditing.
Prepare for

Solve past CPA questions and problems

A fine way to prepare for the CPA examination is to solve past
CPA questions and problems — thoroughly, completely, and within
the allotted times. By so doing, the candidate develops confidence in
his own abilities, improves his techniques, and increases his knowl
edge and understanding of the various accounting topics.
Solving questions and problems, however, should not be used
primarily as a learning device. The candidate should first study a
topic thoroughly and then solve CPA questions and problems which
cover that topic. How well the candidate reaches a solution will in
15

dicate how well he understands the subject matter, and whether or
not, and to what extent, additional review is necessary in that area.
Problems and questions should be used primarily to develop
approaches to solutions. The emphasis should be on the most pro
ductive procedures in the preparation of solutions and on the reasoning
underlying them, rather than merely on the solutions themselves.
Problems should be solved by the individual, not in collaboration
with others.
The answers to prior CPA questions and problems are available
from the Institute and other sources. However, working only with a
problem and a solution frequently is not the best kind of preparation.
Even when equipped with a technical background, the candidate often
faces a dilemma in his review. Too often, at this stage, he has collected
a group of nonrelated techniques used in specific situations, but he
has not formulated any general policies of approach. As a result, when
faced with a fairly complex situation, he does not know where or how
to begin. He may glance furtively at the solution without even at
tempting to solve the problem. The danger of studying in this manner
is that the individual is lulled into thinking that he has prepared
adequately for a topic. The fact that he has to resort to the solution
should be adequate warning of his deficiency.
In summary, the candidate should prepare thoroughly for a topic
before answering questions or working problems related to it. Then
he should select questions and problems related to the topic and work
them through to complete solutions, as nearly as possible under
examination conditions. He then should check his answers against
the unofficial solutions, keeping in mind acceptable alternatives (dis
cussed in the following paragraphs), and decide whether or not addi
tional study time needs to be spent on the topic.
Be aware of alternative terminology and solutions
In his preparation for likely accounting topics, the candidate
must recognize two special characteristics of a national examination.
First, accounting terminology is not uniform. Second, alternative
solutions are possible for many accounting problems.
Variations in terminology will inevitably appear in a national
examination which is drawn from many sources. Thus, the candidate
should be familiar with the variety and interchangeability of many
accounting terms. For example, “factory overhead” is usually inter
changeable with the following terms: “indirect manufacturing costs,”
“manufacturing expenses,” “factory burden,” and “manufacturing
overhead.”
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Alternative solutions can arise because (1) there are slight var
iations in practical accounting procedures or techniques and (2) there
are different schools of thought on certain accounting matters. There
fore, the candidate must anticipate problem situations that do not
exactly coincide with either the text treatments which he knows or
the situations in practice which he has encountered.
The American Institute of Certified Public Accountants takes
elaborate steps to insure equitable grading of CPA examinations. The
examiners recognize and give full credit to all alternative solutions
that are reasonable. Therefore, the CPA candidate should not be dis
couraged if, in the course of his review, he finds published solutions
that do not precisely agree with the approach he learned in his ac
counting courses. The Institute finds it impracticable to publish all
alternative solutions, so it usually confines its “unofficial answers”
to one widely accepted approach. These published answers are neither
official nor necessarily the only acceptable solutions. Yet many can
didates have the mistaken belief that the solutions published by the
Institute are the only acceptable answers.
CPA examination problems are intended to be straightforward.
Requirements should be taken at face value. Special assumptions are
rarely necessary. Sometimes a candidate still feels that an assumption
must be made. If so, the assumption should be stated, together with
the reasons for it. Such reasons should include a statement as to why
a possible alternative assumption is being rejected.
Many candidates will have had practical experience in auditing,
taxation, and some phase or another of accounting practice before
taking the examination. A word of warning is in order for these
candidates. They should not become enamored with the particular
techniques and procedures which they have followed in practice. Many
times these have been tailored to fit a particular set of circumstances,
a particular audit engagement, or a particular firm. For these cases,
such practices may be ideal. The answers to the CPA questions and
problems, however, must reflect generally accepted practices, tech
niques, and procedures generally followed in the circumstances pre
sented. In a word, procedures followed by particular accounting firms
may not be the best procedures to follow on the examination.
In summary, while the candidate does not have to worry about
the acceptability of reasonable alternative solutions to a given problem,
he should be aware of divergencies in accounting practice and ter
minology. Then he can tailor-make his solutions within bounds of
reason and common sense. His terminology should coincide with that
given in the problem. He should also know that areas of accounting
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tend to have alternative treatments. In these areas, especially, he
should take particular pains with his answer so that it will be clear
to the graders.
Techniques for Taking the Examination

Knowledge of the subject matter is the most important requisite
for success on the examination, of course. Nevertheless, there are some
techniques which could result in the few additional points that might
mean the difference between success and failure. The candidate should
keep them firmly in mind, and practice them during the time spent
reviewing so that they can be utilized most efficiently during the
examination. They are generally applicable to all sections of the
examination.
1.

Read the entire examination section slowly enough to get a feel
for the nature and requirements of the questions, but rapidly
enough so as not to spend excessive time, and classify them in this
manner:
a. Those you are reasonably sure you know how to solve com
pletely, or nearly so.
b. Those you know something about, but about which you have
some reservations.
c.
Those you feel you know little about.

2.

Answer first those you know best. This will develop self-con
fidence, lessen pressure, and perhaps make it possible to pick up
a few minutes that can be used on some of the questions or
problems you find more difficult. During this period the sub
conscious is working on those parts of the examination falling in
categories (b) and (c), so that when you start to answer them
you might find you know more than you at first thought.

3.

Read the problem or question at least twice. Underline or make
marginal notes of important facts. There is a great temptation
because of time pressure to start writing immediately, before the
problem is fully understood. Avoid this. It often results in a false
start and in time being wasted in backtracking.

4.

Relate the facts to the requirements. Do not exceed the require
ments. If only a worksheet is required, do not waste time prepar
ing statements.

5.

Relate the requirements to your envisioned presentation.

6.

Decide upon your approach to a solution. Outline briefly the
most efficient step-by-step procedure needed to satisfy the re
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quirements. Give the grader the opportunity to follow the trail
of your work by showing your computations. Even if an answer
is “wrong” your supporting work may entitle you to substantial
credit.

7.

Budget your time and stay within it. Too often candidates spend
more than the allotted time on a question expecting to pick up
a point or two, while the same amount of time spent on another
question would result in a greater number of additional points.

8.

If you cannot complete a solution because of lack of time, be
specific in outlining how you would continue.

9.

Review your answer if there is any time left.

10. Study the “Suggestions to the Candidate” in the appendix of this
booklet.

11. When working problems, use common-sense checks on arith
metical calculations. Do not prepare elaborate working papers
unless absolutely necessary. Make sure, however, that your work
progresses in an orderly fashion so that the grader will have no
difficulty in following it.
12. When answering essay questions, crisp, direct, concise English
will improve an answer. Say what you mean and mean what you
say. Quality and quantity of ideas are desired, not quantity of
words. Do not repeat the question; this wastes valuable time.
Publications to Review

As the candidate’s review progresses, he will become aware of the
more likely topics to be covered by problems and essay questions. Cer
tainly his review should include good intermediate and advanced
financial accounting books, auditing texts, cost accounting texts, and
federal income taxation books. But he would be foolhardy to neglect
AICPA publications, especially the most recent editions of the AICPA
research bulletins, Code of Professional Ethics, Statements on Audit
ing Procedure, Generally Accepted Auditing Standards, Opinions and
Statements of the Accounting Principles Board, Statements on Man
agement Advisory Services, and the Accounting Research Studies of
the Accounting Research Division of the Institute, particularly ARS
No. 7, Inventory of Generally Accepted Accounting Principles for
Business Enterprises. A list of AICPA publications appears monthly in
The Journal of Accountancy or a copy of the latest catalog of publica
tions may be acquired by writing directly to the Institute. Recent
accounting publications and recent controversial articles in professional
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accounting periodicals, particularly The Journal of Accountancy, de
serve close attention. The candidate is expected to be able to demon
strate his willingness and inclination to keep abreast of accounting
literature as a part of his professional responsibilities.
In conclusion, there is no magic method of preparation. If one
word were used to describe what is essential for success, that word
would have to be “work,” many hours of carefully planned, strictly dis
ciplined work. The words of Thomas A. Edison are appropriate here:
“I never did anything worth doing by accident, nor did any of my in
ventions come by accident.”
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Thoughts for the CPA Candidate
*
By William C. Bruschi, Director of Examinations
American Institute of Certified Public Accountants

The purpose of this section is to provide information on how the exam
ination is prepared and graded, and to offer suggestions for taking the
examination. The section “General Preparation for the Examination”
contains advice on studying for the examination, and the section
“State Boards of Accountancy” contains information on the functions
of the boards of accountancy.
Prior to 1917 each state board prepared and graded its own exam
ination for licensing CPAs. The examination and Advisory Grading
Service of the American Institute of Certified Public Accountants were
initially intended to screen applicants for Institute membership. In
June 1917 the states of Kansas, New Hampshire, and Oregon also
used the Institute’s examination and grading service to measure the
competence of candidates applying for CPA certificates. From this
beginning the Institute’s examination and grading service were eventu
ally adopted by all jurisdictions issuing CPA certificates. These juris
dictions are the 50 states, the District of Columbia, Guam, Puerto Rico,
and the Virgin Islands. A record of the adoption of the CPA examina
tion and grading service is contained in the article “The Fiftieth Anni
versary of the CPA Examination.”†
The use of the Uniform CPA Examination and the Advisory Grad

*Some of the thoughts expressed in this section are carried over from a
similar section which appeared in earlier editions of Information for CPA
Candidates, and was written by Edward S. Lynn, former AICPA director of
education.
†Bruschi, William C. and Ashworth, John, “The Fiftieth Anniversary of
the CPA Examination,” The Journal of Accountancy, November 1967.
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ing Service is optional on the part of the boards of accountancy. Nation
wide acceptance of the Uniform CPA Examination helps to maintain
uniform admission standards throughout the country. The interstate
nature of business and of many accounting practices, as well as the
need for issuance of CPA certificates by reciprocal arrangements be
tween the boards of accountancy, makes desirable the maintenance of
uniformly high standards provided by the Uniform CPA Examination.
Since 1969, the Uniform CPA Examination and the Advisory
Grading Service have been used to test the competence of applicants
for the designation of International Associate of the American Institute
of Certified Public Accountants. This designation is limited to citizens
of foreign countries who also possess a degree with a concentration in
accounting from a United States university or its equivalent. Inter
national Associates cannot claim to be CPAs because CPA certificates
are issued only by the boards of accountancy. They can claim, how
ever, to have met the standards of competence required to pass the
CPA examination. Those interested in applying for International
Associate Membership should write to the Professional Relations
Division, American Institute of Certified Public Accountants.

BOARD OF EXAMINERS

The Board of Examiners of the American Institute of CPAs, under
the Institute’s bylaws, supervises the preparation of the Uniform CPA
Examination and the conduct of the Advisory Grading Service. The
Board of Examiners formulates the policies under which the examina
tion is prepared and graded.
The Board is composed of 16 Institute members who have been
appointed by the president of the Institute, subject to the approval of
the Board of Directors. Board members are usually appointed for a
term of three years and may accept a second three-year appointment.
Board members are selected for their scholarly attributes
because the examination activities which they supervise are essentially
scholarly. Many of the Board members are eminent educators. So that
the viewpoint of the entire country is represented, Board members are
also selected from different sections of the country. Both large and
small accounting firms are also represented to provide the varied back
ground typical of the practice of public accountancy. Many Board
members have also served on state boards of accountancy and thus
have firsthand knowledge of state board activities.
The director of examinations of the American Institute has the
executive responsibility for the preparation of the examination and
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the operation of the Advisory Grading Service. He operates within the
confines of the policies established by the Board of Examiners.

PREPARATION OF THE EXAMINATION

Source of Examination Material

A substantial portion of the examination is prepared by the staff
of the examinations division and by consultants who develop questions
in specified areas or on designated topics. Consultants, who are usually
educators, are selected for their knowledge of specific areas and for
their awareness of examination techniques.
The efforts of the staff and consultants are supplemented by ques
tions and problems contributed voluntarily by accounting professors
and practitioners. Contributions which do not immediately fit into the
content of an examination under preparation, or which may not be
suitable for a complete question, are kept in a stockpile maintained in
the Institute offices. This stockpile is a ready source of ideas and situa
tions from which the staff or consultants can prepare complete ques
tions and problems. Sometimes several contributions on the same
subject are combined into one examination question or problem.
Numerous contributions to the stockpile are made by accounting
professors. Some submit questions used in their final examinations
while others develop original material for the CPA examination. Some
educators encourage their graduate students to research topics suitable
for the examination and to submit questions based on their research.
Many of the contributions from educators and their students are so
licited by the American Accounting Association’s committee on the
CPA examination.
Practitioners, including staff members of accounting firms, make
many contributions to the stockpile. Their contributions are relied
upon to keep the examination abreast of current developments in
accounting practice and to provide realistic situations encountered in
the field. Some state CPA societies have committees charged with ob
taining contributions for the stockpile. The National Association of
State Boards of Accountancy through its committee on the CPA
examination encourages contributions from members of boards of
accountancy.
The names of those whose contributions are used in the examina
tion are listed in The Journal of Accountancy shortly after the exam
ination is given. The CPA Examination Supplement also lists contribu
tors of material used in the examination.
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Examination Security

The examination is prepared, printed, and administered under
tight security measures. During all processes of preparation, editing,
typing, review, proofreading, and the like, examination drafts are under
the surveillance of staff members of the examinations division. Drafts,
notes, and other writings relative to the examination are kept under
security until the examination is administered.
Questions and problems submitted to the stockpile do not consti
tute a security risk because there is no assurance that they will ever be
used in the examination. For this reason contributions are also solicited
from CPA candidates, and occasionally a contribution from a candi
date does appear in the examination in revised form. Once a contribu
tion is selected for examination use, however, it is placed under
security.
Exposure drafts are sent to the Board of Examiners through chan
nels which provide assurance that they will not fall into unauthorized
hands. Board members keep the exposure drafts under security until
the examination is given. Correspondence about the examination is also
safeguarded and filed in a safe.
The examination booklets are printed by a firm cleared by the
federal government for the printing of secret documents. Occasional
visits are made to the printer to observe the firm’s security measures.
Examination booklets are inspected, and then sealed for shipment
to the boards of accountancy. Many boards demonstrate that the secur
ity has been maintained by opening the sealed cartons of booklets in
the presence of the candidates assembled to take the examination.

Factors in the Preparation of an Examination

A primary consideration in the preparation of an examination is
the meaning of the CPA certificate. Since the certificate is granted un
der accountancy statutes enacted in the public interest, the certificate
must be issued only to properly qualified persons. The public’s need for
assurance of professional competence on the part of those receiving the
CPA designation must be fully satisfied. The examination plays a
major role in the licensing procedure by measuring the candidate’s
technical competence, (including technical knowledge and the applica
tion of such knowledge), the exercise of good judgment, and the under
standing of professional responsibility.
Problems and questions selected for the examination must be at a
level suitable for testing the technical competence of the prospective
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CPA. Each question must elicit answers which can be graded under a
uniform grading basis.
In the selection of topics for the examination, special consideration
is given to recent opinions and statements issued by Institute commit
tees and the Accounting Principles Board. Candidates are tested for
their knowledge of these recent Institute pronouncements because, as
CPAs, they are expected to be familiar with them and to apply them in
the course of their professional functions. Recent developments in the
professional practice of public accountancy, as reported by current
literature, and significant changes in income tax law are frequently the
subjects of examination questions.
Another factor considered in the preparation of the examination is
the comprehensiveness of the examination’s overall content. Each ex
amination should provide a broad coverage of the full body of technical
knowledge required of CPAs. Carefully selected multiple-choice ques
tions are an effective means for providing the needed broad coverage in
a minimum amount of time.
Another major factor is the balance of subjects making up an
examination. No single subject should receive undue weight on the ex
amination. If, upon review of the entire examination, it is found that
substantial attention is given to a topic such as cost accounting, income
taxes, managerial accounting, or any other topic, questions on the
topic will be replaced with others to bring the subject coverage into
balance.
Appropriate balance and comprehensiveness of the examination,
together with the policy of using seven or more short problems in each
section, compel candidates to prepare broadly for the examination.
Such broad preparation in appropriate depth is a hallmark of the pro
fessional accountant. Unsuccessful candidates have often overlooked
the balance and comprehensiveness of the examination, and may have
limited their preparation to those topics which they guessed would be
included.
The Role of the Board of Examiners

The Board of Examiners plays a vital role in the development of
the examination. In addition to establishing policies (see page 1) for
the content of the examination, the Board also studies drafts of the
examination to determine that its policies are being carried out. In the
course of their studies of the drafts, the Board members also identify
ambiguities, unclear statements, and other deficiencies in the questions
so that they can be eliminated before the examination is printed and
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delivered to the individual boards of accountancy.
The role played by the Board in the review of examination drafts
can be best described by the schedule followed for each examination.
The schedule for the November 1969 examination is selected as an
example.
The staff of the examinations division worked on the preparation
of the first draft of the November 1969 examination during the summer
and early fall of 1968. The draft was sent to the Board members on
November 1, 1968. Board members read the examination for its com
prehensiveness, balance, and difficulty, and sent their comments on
these matters to the other Board members and to the director of exam
inations prior to the Board’s mid-December three-day meeting. Further
the Board was also divided into subcommittees, each being assigned a
part of the examination for detailed review. As members of these sub
committees, the Board members sent the results of their detailed re
views to the other Board members and the director of examinations
prior to the December meeting.
At its December meeting the full Board discussed the comprehen
siveness, balance, and difficulty of the entire examination. Then the
Board members assembled as subcommittees and discussed in detail
their respective parts of the examination and related comments.
As a result of these two types of review: (1) there was general
agreement on the comprehensiveness, balance, and difficulty of the
entire examination; (2) mechanical errors, ambiguities, and unclear
statements were called to the attention of the staff for correction; and
(3) questions, or parts of questions, requiring replacement were
designated.
A second draft of the examination was prepared and sent to all
Board members on February 14, 1969. This draft incorporated the
suggestions, substitutions, and corrections made by the Board during
the course of its study and discussion of the first draft. In accordance
with their subcommittee assignments, the Board members gave the
draft another intensive review and passed their comments to the other
Board members and the director of examinations.
At the Board meeting held in July 1969, the members discussed
the comments on the second draft and resolved unsettled issues. Dur
ing their discussions, the Board was alert to the possibility that last
minute changes in tax law, new authoritative pronouncements, or other
developments might necessitate revisions or even replacement of whole
questions.
The third and final draft was sent to the Board in late July. At
this point the examination was virtually in final form and the draft was

26

submitted to the Board for final approval before copy was sent to the
printer.
There are two major benefits to developing an examination about
a year before it is given. First, the exposure of several drafts permits
the identification of potential errors or other deficiencies in the exam
ination for correction before the examination is administered. Secondly,
the profession is assured of having an examination of suitable quality
available at all times for administration. This means that, in the event
of accident or serious illness to the staff, their replacements will have
ample time to prepare examination material of professional quality.
Auditing

Questions submitted by practitioners are often selected for the
Auditing section. Additional questions are prepared by the staff to pro
vide the proper scope and balance. Nearly every examination’s Audit
ing section has questions testing the following areas of knowledge:
(1) audit programs or procedures; (2) internal control; (3) auditor’s
report; (4) automatic data processing and computers; (5) statistical
sampling.
The emphasis of the questions in the Auditing section is on the
objectives of the work of the auditor and not necessarily on what he
does. Candidates should be prepared to discuss the purposes of the
auditing procedures and the objectives of auditing standards, and not
expect merely to list procedures or mechanically to reproduce memo
rized standards.
Questions testing the candidate’s understanding of the State
ments on Auditing Procedure issued by the Institute’s Committee on
Auditing Procedure appear in the Auditing section of nearly every ex
amination. Also appearing frequently are questions based on State
ments on Responsibilities in Tax Practice issued by the Institute’s
committee on responsibilities in tax practice, and on Statements on
Management Advisory Services issued by the Institute’s committee
on management services.
Accounting Theory

Many Theory questions are submitted by accounting educators
or their students. Theory questions are usually similar to discussion
questions presented in good accounting textbooks. Indeed, many of
these textbook discussion questions are taken from prior CPA exam
inations, a permission which the Institute grants freely.
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Theory essay questions fall into two general categories: those that
present a situation and require a discussion of the accounting principles
appropriate to the conditions, and those which require a discussion of
an accounting principle and its underlying reasoning or supporting
logic. Questions dealing with the difference between accounting treat
ment and income tax treatment for certain data appear occasionally in
this examination. In addition, one or two sets of multiple-choice ques
tions in nearly every examination’s Theory section provide a compre
hensive test of the candidate’s knowledge of accounting theory.
The Theory section of virtually every examination contains a
question or two based upon Opinions and Statements of the Institute’s
Accounting Principles Board. Questions may also be based on topics
under discussion in The Journal of Accountancy, The Accounting
Review, and other leading accounting journals. In preparing for the
Theory section of the examination, candidates should be familiar with
pronouncements of the Accounting Principles Board, read the leading
accounting journals, and be certain that the textbooks they use are
the latest editions.
Law

Law questions are usually cast in the form of business or account
ing situations to test the candidate’s ability to apply knowledge ob
tained from the study of standard law textbooks. Some 30 to 40
percent of the Law section is comprised of multiple-choice questions,
and the rest of the section is made up of essay questions. Substantial
use is made of multiple-choice questions because they provide the best
means of sampling broadly the candidate’s knowledge of the legal as
pects of situations that he is likely to encounter as a CPA.

HOW THE EXAMINATION IS GRADED

The objective of the Advisory Grading Service is to grade the candi
dates’ examination papers fairly and uniformly. The fairness of the
grading is achieved by developing defined grading bases from a large
sample of candidates’ responses, and not from examiners’ preconceived
ideas as to what the responses should be. Uniformity is attained
through the application of the defined grading bases to the candidates’
papers with as many as three subsequent reviews of the papers, and
through statistical controls over the grading. The application of defined
grading bases provides assurance to candidates that the content of
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their examination papers will be measured uniformly regardless of their
state of residence or city in which they wrote the examination.
Grading Bases

Development of the grading bases for an examination is done by
some 35 grading supervisors and experienced graders. The task re
quires about two weeks and is begun on the Saturday after the exam
ination is administered. During these two weeks the bulk of the
candidates’ papers are received at the Institute from the examination
centers, are inspected, and are made ready for grading.
The first step in the development of the grading bases is to analyze
the drafts of the unofficial answers for the purpose of preparing lists of
grading concepts. A grading concept is the expression of an idea,
thought or opinion which can be clearly defined and identified. These
initial grading bases are intended solely to provide a point of departure
for arriving at the final grading bases.
The next step is to study a large sample of candidates’ papers to
ascertain the candidates’ responses to the questions. Additional con
cepts gleaned from the responses are added to the initial grading bases
and noted for inclusion in the published unofficial answers. Evalua
tions are made of differing approaches to the questions and of alterna
tive interpretations of data and statements given in the situations on
which the examination questions are posed. If deemed reasonable,
provision is made in the grading bases for these approaches and inter
pretations, and they are also noted for inclusion in the published un
official answers.
After identification and definition of the concepts, the next step is
to apply the revised grading bases to a sample of candidates’ papers.
The results of this test grading are subjected to statistical analyses to
ascertain the validity of the concepts and to determine the grading
weights to be assigned to them. These statistical analyses include item
analyses and studies of grade correlations and grade distributions.
The grading bases are revised a second time in the light of the
statistical analyses and are then applied to another sample of candi
dates’ papers, The results of this application are subjected to further
statistical analysis for assurance that the bases are fair and equitable.
Some minor refinements may be made to put the grading bases in their
final form for application to the candidates’ papers.
None of the grading done during the course of developing the
grading bases is final grading. The sample papers are returned to the
general population of papers, and are later withdrawn in proper se
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quence for final grading without being identified as the sample papers
used to develop the grading bases.
Multiple-choice questions are also subjected to intensive analyses
for the purpose of developing grading scales to convert candidates’ raw
scores to final grades. Should a substantial proportion of the candi
dates select an answer other than the anticipated selection, the validity
of their selection is studied. If the alternative selection is found to be
valid, it is accepted for full credit.
The point values assigned to each question are approximately pro
portional to the minutes allotted to the question in the suggested time
budget printed in the examination booklet. The total of the weights as
signed to the concepts for an answer always exceeds the point value of
the question. For example, the total of the concept weights for a tenpoint question will be 15 or more points. Thus, a candidate would not
have to provide substantially all of the concepts to get a near maximum
grade for his answer and conversely, of course, he would not be given
more than the maximum assigned point value for the question.

The Grading Process

When the grading bases are in final form, the four-stage grading
process begins.
It should be remembered that throughout the grading process the
anonymity of the candidate is preserved. The only information about a
candidate available to the graders is his candidate number, which
appears on his examination papers to identify them, and his state. No
information is available to the graders about the candidate’s education,
experience, age, number of sittings, or other personal characteristics.
As a result the candidate’s performance on the CPA examination is
measured solely by the paper he has submitted.
First grading

The first grading is done by graders assigned to grade individual
questions. For example, each essay question in the Theory section will
be graded by a different grader. Since the Theory section is comprised
of five or six essay questions, that number of graders would do the first
grading of a candidate’s paper.
Assigning a grader to a single question, which he will grade for the
full grading session of six or seven weeks, results in his becoming an ex
pert in the subject matter of the question and in the evaluation of the
candidates’ answers. His grading is objective and uniform.
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The purpose of the first grading is to separate the candidates’ pa
pers into three groups: obvious passes, marginal, and obvious failures.
Second grading

Upon completion of the first grading, a second grading is made by
the reviewers. Obvious passes and failures are subjected to cursory re
views as part of the grading controls. Marginal papers, however, receive
an extensive review.
The examiners who make the extensive reviews have had years of
experience grading the CPA examination. They have also participated
in the development of the grading bases and have access to item analy
ses which identify concepts as discriminating or as rudimentary. An
important indicator of the competence of the candidate is whether he
earned his grade points chiefly from discriminating concepts or from
rudimentary concepts. During this review of the overall paper, special
significance is attached to the form and presentation of the paper, use
of English, logic, and other factors which must be judged with an ele
ment of subjectivity.

Third grading

After the papers for all parts of the examination have been through
the second grading, the resultant grades are listed by candidate number
and compared for consistency among subjects. For example, if a candi
date passes two subjects and receives a 69 in a third, his 69 paper will
receive a third grading in the hope that the candidate, now identified
as possessing considerable competence, can have the paper raised to a
grade of 75. This third grading is applied by the section head or a re
viewer who did not do the second grading of the paper.
Fourth grading
The director of examinations applies a fourth grading to papers
that received the third grading but have grades that are inconsistent.
The director knows that the papers have already been subjected to
three gradings and he realizes that he could not find additional points
for which the candidates should be given positive credit. Therefore he
reviews a paper with this question in mind: “Considering his overall
presentation in this paper, does this candidate have the technical com
petence to function effectively as a CPA?” If he believes the answer is
“Yes,” the candidate is passed. Obviously only a small number of can
didates are passed in this manner, but this fourth grading assures that
marginal candidates receive every possible consideration.
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FACTORS CONTRIBUTING TO SUCCESS
IN PASSING THE EXAMINATION

It is easy to measure the success of a candidate in passing the exami
nation: he passed all, some, or none of the sections. It is difficult,
however, to measure the contribution of various factors to success.
These immeasurable factors include intelligence and motivation, edu
cation, review or preparation, and timing.
A number of studies have been made of the attempts of candi
dates to pass the examination. These studies have disclosed that 70
to 85 percent of the serious candidates complete the examination
within five years. For the purpose of making these studies, serious
candidates are those who try the examination more than once if they
are unsuccessful the first time. Eliminated from the studies are those
candidates who are not serious, those who try the examination, fail it,
and never try again. Apart from these studies, data collected by the
Institute reveal that approximately 10 percent of the candidates pass
all four sections of the examination the first time they sit.
Intelligence and Motivation

There is no doubt about the contribution of intelligence to suc
cess on the examination. Intelligent candidates with a good account
ing education pass the examination easily. Candidates with lower
intelligence and academic ability have a difficult time despite comple
tion of many class hours of accounting study. Apparently these less
able candidates, despite heavy accounting study, cannot relate the
mass of knowledge they possess to the situations presented in exami
nation questions.
Measures of intelligence and academic ability, and leading pre
dictors of success on the examination are the candidates’ ranks in
their college graduating classes, and their scores on Scholastic Apti
tude Tests and American College Tests. Percentile rankings on the
AICPA Orientation Test and Level II Achievement Tests are also
indicative of potential success on the examination. While a candidate
should endeavor to pass the full examination at his first sitting, he
may at least expect to complete the examination at his second or
third sitting if he ranked in the upper quarter of his graduating class.
Although motivation is an elusive quality, it is a major contrib
uting factor to a candidate’s success. Candidates possessing high
motivation strive energetically for the CPA designation and regard
the CPA examination as a stepping-stone on the way to professional
recognition. These determined candidates undertake their prepara
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tion and attempt the examination with greater enthusiasm than do
candidates with low motivation. The consequences are inevitable:
candidates eager to be CPAs and possessing the requisite intelligence
usually pass the examination early in their professional careers but
those lacking this ambition often have severe difficulty in attaining
success on the CPA examination.
Education

There is a direct correlation between the number of years of
formal education candidates have and their success on the examina
tion. This correlation reflects both the effect of additional education
and the effect of the screening process inherent in education. About
84 percent of the candidates have college degrees and a substantial
portion of the others are studying for their degrees. Some 16 percent,
included in the 84 percent, have attended graduate school. The mere
possession of a college degree, however, is not conclusive evidence
that the candidate possesses the technical competence to pass the
examination.
A major problem regarding education is relating the results on
the examination to the quality of the education received by the can
didates. Over 700 colleges and universities in the United States now
give degrees with concentrations in accounting. Yet the quality of
education provided by these schools varies widely. Consequently,
valid conclusions cannot be drawn based solely on the amount of
college education and class rank. An accounting major at a small col
lege with only one or two accounting instructors often is not the
academic equivalent of one at a major university. Frequently gradu
ates of these very small colleges are confronted with the need for
substantial additional study before they can pass the CPA exami
nation.
Review or Preparation

A favorite topic of conversation among successful candidates is
the method and extent of their preparation for the examination. The
common theme is that extensive preparation and an intensive review
were undertaken. These successful candidates did not attempt the
examination unprepared—they realized that success would be a mat
ter of preparation and not luck.
Yet there are candidates who attempt the examination with
limited preparation. They attempt to guess the topics on the exami
nation and confine their study to their guesses. The consequences are
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inevitable. Failure to prepare broadly—because the topics appearing
in the examination are selected to provide a broad coverage—can only
result in failure to pass the examination.
Preparation for the examination should be carried out over a
period of months, and not left to the last week or so before the
examination. The candidate should develop a review schedule setting
forth the topics he will cover and the time he will spend on each.
Physical strain is reduced if the study periods are limited to an hour or
two daily rather than setting aside full weekends.
A cardinal requirement is that the study material be the latest
publications. Textbooks should be no more than a year or two old.
If the candidate has been out of college for a few years the textbooks
he used may be out-of-date even though they are the latest editions
of the authors. A common error is to use study materials passed along
by a generous CPA who completed the examination years earlier.
Review courses are helpful if candidates do the requisite work and
complete their assignments faithfully. While they could probably
cover the same ground in independent study, review courses are
valuable to candidates who cannot discipline themselves to prepare
thoroughly and broadly. Furthermore, completion of review courses
provides candidates with considerable self-confidence when they at
tempt the examination. Repeated examination failures should be a
clear signal to the candidates who prepared through self-study that
they need a more thorough preparation which may be obtained from
review courses.

Timing

Candidates should take the examination as soon as they are
eligible to do so. College students graduating in June should write the
complete examination in May if possible, and certainly no later than
the following November. At this time their academic knowledge is
freshest and their ability to write examination papers is at a peak.
Delays in writing the examination impose unnecessary handicaps on
candidates.

TAKING THE EXAMINATION

The remainder of this booklet is intended to aid the individual who
has the requisite knowledge to pass the examination. The comments
are based on errors frequently made by candidates. -
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General Suggestions

Be punctual. On the days that you write the examination, plan
your personal schedule so that you will arrive at the examination
room in a calm, collected mood ten minutes or more in advance of the
starting time. Allow ample time for traffic delays, checking your coat,
and other inconveniences that might cause you to be late. You should
be settled in your seat and accustomed to your surroundings at the
time that the examination begins. If you anticipate any emergency
telephone calls, advise the proctor to expect them and tell him where
you are seated.
Take supplies. You will be provided with examination paper for
your answers or solutions as well as for scratch paper purposes. Do
not bring any paper or printed material to the examination room.
Your possession of such material might result in your being barred
from participation in the examination.
Bring with you an adequate supply of pens, pencils, and erasers.
Because of the problem of keeping pencils sharp, mechanical pencils
are usually used by candidates. Bring an ample supply of lead and a
reserve pencil or two. A good eraser that will not smudge the paper
will ease the task of making erasures. A pencil with a #2 lead should
be used to mark the answer sheets for the objective-type questions
because these answer sheets are scored by optical scanning equipment.
Electrographic pencils must not be used on the answer sheets.
While eating sandwiches and other food in the examination room
is usually prohibited, proctors probably will not object to candidates
bringing small amounts of candy which they can eat to maintain their
energy level during the examination period.

Budget your time. A schedule of estimated minimum and maxi
mum times for each question or problem is printed on the cover of
each examination booklet. An example of such a schedule can be found
in “Suggestions to the Candidate” included as an appendix to this
booklet.
These estimates should be used as a guide in budgeting the time
you spend on each question. Limit the time you spend on a question
to the estimated maximum and, if necessary, return to the question
if you have any time left after writing answers to all questions. Some
candidates prefer to limit the time spent on a question to the esti
mated minimum so that they will have time left after writing answers
to all questions.
You should be able to answer all parts of all questions if you
budget your time carefully. If you encounter a question covering a
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topic about which you have extensive knowledge, you should still limit
your time to that in the time budget rather than writing a lengthy
answer and thus cutting short the time you have for writing answers
to other questions.
It is also advisable to allot the full budgeted time to the objec
tive-type questions and not to “save” time by making hurried selec
tions of answers. Objective-type questions appear in nearly every
examination. Hastily selected answers, which may be wrong, may
penalize you by lowering your score even though you are in possession
of the knowledge being tested.
Answer the most familiar question first. If you are in doubt
about where to start, scan all questions to identify their subject mat
ter and answer first the question which covers the topic with which
you are most familiar. It is not necessary to answer the questions in
the order of their appearance in the booklet; you can arrange your
answers in numerical sequence when the examination is over.
Answering questions in the order of their familiarity will bolster
your confidence. Furthermore, in the early stages of the examination
this procedure will start the flow of your knowledge and will enable
you to “warm up” to the task of displaying your knowledge for the
examiners.

Read the question or problem. A common fault of candidates is
that they fail to read the entire question or problem carefully. Read
the entire question to obtain a general idea of the subject matter
being tested and then reread the question for pertinent facts and
data. If helpful, underscore important data or facts in the examina
tion booklet for ready identification.
Some candidates approach a question by reading the require
ments first and then reading the situation for the information it con
tains. They believe that this procedure enables them to more rapidly
identify and classify the data for pertinence.
Organize your answer. After you understand clearly the require
ments of the question and have digested the data, organize your
answer to respond directly to the requirements. You will save time,
avoid false stops, and write coherently if you organize your answer
carefully before you begin to write it in final form. Some candidates
find that preparing rough outlines assists them in organizing their
answers.
The requirements of the question are intended to be the frame
work on which you construct your answers. These requirements are
carefully phrased to elicit specific knowledge. Use the letters or num
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bers of these requirements in your answer to identify which parts are
responsive to which requirements.
Each principal idea should be the subject of a separate para
graph. You should follow the rules of good grammatical construction
and place the principal idea of the paragraph in the first sentence.
Subsequent sentences in the paragraph should present subordinate
or supporting concepts, or illustrative examples.
You can best express your knowledge if you employ short para
graphs comprised of short sentences. Long, involved paragraphs and
complicated sentences may create the impression that you do not
understand the subject matter. Moreover, short paragraphs, each
limited to one principal idea, can emphasize better the main points
in your answer.

Respond to the requirements. Your answers should respond di
rectly to the requirements and not be broad expositions on the topic
of the question. Some candidates, apparently misled as to the intent
of the examination, identify the general subject matter of a question
and proceed to set forth all they know about the subject without
regard for the specific requirements. Such unresponsive answers can
only lead the examiners to conclude that the candidates do not possess
the requisite professional judgment expected of CPAs.
Answers should not contain contradictions within themselves.
While it may be appropriate in some cases to discuss both sides of a
question, it should be clear that you are doing so. Make it under
stood that you are presenting two lines of reasoning or opposing ar
guments, not contradicting your early statements.
Use examples freely to illustrate the statements you make, but
be certain that the examples provide logical support or present rea
sonable applications. Well-chosen examples often are a short and easy
way of expressing an idea or supporting a conclusion. On the other
hand, inapplicable examples can cast doubt on your comprehension
of the subject matter.
Prepare comprehensive answers. You should aim for complete
and comprehensive answers. The length is of little consequence if this
aim is achieved. You should guard against the extremely brief answer
which, no matter how well directed, is likely to omit important points.
Inasmuch as you cannot, nor are you expected to, determine the rela
tive importance of points for grading purposes, you should write fully
on each question. While conciseness is a desirable quality of good
writing, you should endeavor to present complete and comprehensive
answers, and should avoid extremely brief answers which are often
mistakenly offered as concise answers.
37

Give your reasons. The examiners pay as much attention to the
reasons you offer for your conclusions as they do to the conclusions
themselves. Hence it is as important for you to know why certain
auditing procedures are applied or the objectives of the procedures,
as it is to know the procedures themselves. Similarly, it is as im
portant to know the reasoning behind an accounting procedure, as
it is to know the application of the procedure.
A common error is to cite authorities instead of giving the under
lying reasons or supporting logic. Examiners do not expect citations
of textbooks or authoritative pronouncements—instead they want to
know the reasons for the authoritative opinions. Examiners have often
noted candidates who have cited the wrong authorities for positions
taken in their papers.

Apply your general knowledge of business. The examination is
chiefly a collection of realistic business-like situations that could be
encountered by a professional accountant. Apply your general knowl
edge of business activity in formulating your answers. Your reasoning
will be aided if you treat the question as real “live” business situations
and not as “textbook” situations. Try to visualize the circumstances
of the situation. The exercise of some imagination and the display of
a general knowledge of business activities will be helpful to you.

Make your papers legible. Your handwriting should be reason
ably legible and your paper neat in appearance. Your answers need
not be printed or be in artistically attractive handwriting, nor should
you use pencils or ink of different colors. Extensive underscoring for
emphasis of points believed to be of major consequence is unnecessary.
Do not cut down the comprehensiveness of your answers by striving
for perfection in handwriting or presentation.

Identify and turn in all papers. All papers should be identified
by question number and page sequence in the space at the top of the
sheet. The unlined sheets provided for scratch purposes should also
be identified and turned in—these scratch sheets may contain com
putations essential to the examiners in developing an understanding
of your answer. Often grade points are awarded for the work done on
the scratch sheets. Your papers should be arranged in proper se
quence before turning them in when you are finished.
Suggestions for Individual Sections

Auditing
Success on the Auditing section requires a combination of aud
iting and accounting knowledge, ability to organize thoughts and
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express them in English, and techniques of examination taking. The
following suggestions should be helpful to you in writing the Auditing
section of the examination.

Present answers in outline form. The outline format is particu
larly applicable to the Auditing section, although it may be useful in
other sections as well. The outline should be set forth in complete
sentences; completeness of ideas should not be sacrificed for the
brevity sometimes associated with outlines. Identification of ideas and
relationships by means of numbers, letters, and indentation can indi
cate the orderliness of your thoughts.

Be specific. Be so specific that there can be no mistaking your
meaning or reasoning. Answer as though the examiner were a junior
accountant on your staff. The examiner does not know you and can
make no assumptions about your knowledge.
Use audit terms precisely. Remember that audit terms have defi
nitions. Develop your vocabulary of audit terms so that you will use
them in accordance with their exact meaning. Words such as analyze,
confirm, compare, foot, inspect, reconcile, trace, and vouch have pre
cise meanings which a CPA will not mistake. Avoid using words with
general meanings, such as verify or check, for audit terms unless you
intend to deal in generalities.

Visualize the accounting process. You can be aided substantially
in the development of an audit program or set of audit procedures if
you visualize the accounting process by which the data are recorded
by the client and subsequently flow through the records. Once you
have this process in mind, you will be better able to develop programs
and procedures to prove the accuracy and reliability of the client’s
work and the validity of the amounts in the financial statements.

Accounting Theory
The Accounting Theory section is intended to test your concep
tual knowledge of accounting. This section consists of multiple-choice
questions and situations which pose questions that must be answered
by discussions similar to those commonly found in accounting text
books and in accounting pronouncements. Examiners are as interested
in your reasoning as they are in your conclusions.

Disregard income tax considerations. Your answers should be in
accordance with accounting theory and not with tax accounting prac
tice, unless the income tax effect or comparison with income tax rules
and regulations are specifically asked for. Some candidates have severe
difficulty in passing the Theory section because their answers are
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based on tax accounting. You must answer Theory questions in ac
cordance with accepted accounting theory, and recognize the differ
ences between accounting theory and tax accounting practice.
Consider accounting practice. Some questions require you to in
troduce practical considerations into your discussions. Although your
answers should not be based solely on these considerations, you should
be sure to point them out if they are of major importance.

Business Law

While most of the general suggestions apply to the Business Law
section, a few instructions should be emphasized.
Use legal terminology correctly or not at all. Avoid the use of
legal terms you cannot define precisely. Write in plain English. As in
other parts of the examination, use of clear and simple language is
the best and safest policy.

Make a decision. Some questions give a factual situation and
ask for a decision on the basis of the facts given. Your answer should
give your decision and your supporting reasons. If you must make
assumptions about the facts, state them and your reasons for believ
ing that they are necessary; then give your decision and your reasons
for the decision.
Accounting Practice

There is a popular misconception that Accounting Practice is
the section most difficult to pass. This misconception may arise from
the fact that the section extends over two sessions. Actually candi
dates do almost equally well on the Accounting Practice, Theory, and
Auditing sections.
Accounting Practice is designed to test your ability to apply your
conceptual knowledge of accounting. In this section also appear prob
lems dealing with accounting aids to management such as budgeting
and cost accounting, the application of advanced quantitative tech
niques to business situations, and federal income taxes. Accounting
Practice is not limited to multiple-choice questions and computational
solutions, but may include short discussions of certain aspects of
situations. Where a discussion is required, all instructions dealing
with essay questions are applicable.
Interpret requirements with common sense. If you have difficulty
in interpreting a requirement or if you believe the requirement ex
pects an unduly long solution remember that requirements are not
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intended to be tricky and that the time budgets are intended to pro
vide close guidelines for the amount of time you should spend on each
problem. If you believe a requirement is out of line, you should ques
tion your assumptions. If, after rereading the problem, you still believe
that an assumption is needed about the intent of the requirement,
state your assumption and supporting reasons in your solution.

Select the efficient solution. Selection of an inefficient—though
not necessarily incorrect—approach to the solution of a problem can
waste precious time. Before beginning to put your solution on paper,
devote some time to determining what approach you will use, and
then think through the solution to its conclusion.
A common cause of lost time is the development of worksheets
which are not needed, or which are more elaborate than necessary.
If the requirement, for example, is for a statement of source and
application of funds, the elaborate worksheets sometimes developed
for these statements should not be prepared. Similarly, formal journal
entries with explanations should not be prepared if they are not
required.
When it appears that there is not enough time to complete the
requirements, work until the last few minutes of the time budgeted
for the problem and then state briefly how you would complete it.
It should be remembered, however, that resort to explanations rather
than completion of the requirements for a number of problems would
probably lead the examiners to conclude that you are not fully pre
pared.

Support all solutions. Support your solutions with legible, labeled
calculations which can be identified as sources of amounts in formal
schedules, entries, worksheets, or other answers. If examiners can
trace an error to its source in calculations, frequently a candidate will
receive much of the credit which he might lose for an incorrect solu
tion. If computations are unavailable, unintelligible or unlabeled, it is
impossible for the examiners to “look behind” the formal solution.
Evaluate the reasonableness of results of computations. Exami
ners realize that in taking the examination a candidate is not working
under usual accounting conditions; therefore he is more likely to make
arithmetic mistakes. The following position regarding mathematical
mistakes is taken by the examiners.
First, mistakes made and not detected in the normal course of us
ing crosschecks and other controls are regarded as serious indications
of weakness. You are not expected to set up elaborate controls to detect
errors. But if the error could have been found by crossfooting two or
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three items or by balancing a series of debts and credits, the examiners
would regard your error as serious.
Second, if the error would have been detected by an individual
who has good judgment as to relationships of amounts, it is regarded as
an indication of weakness. For example, in a recent examination a can
didate computed a corporation’s retained earnings account as being in
excess of a trillion dollars and made no comment on the reasonableness
of the amount. Errors of this type may be avoided if you scrutinize
results for their reasonableness.
Conclusion

The Board of Examiners and the staff of the examinations division
of the American Institute of Certified Public Accountants are respon
sible to the 54 boards of accountancy for the preparation and advisory
grading of examinations that appropriately safeguard the public inter
est as to the competence of CPAs and, at the same time, identify all
candidates with appropriate competence. The measures taken to dis
charge that responsibility are described in this booklet.
The suggestions for taking the examination are intended to help
you to become a CPA. If they help you to pass the examination, they
may also be of considerable help to you in your career. This is as it
should be — the technical qualities and abilities tested by the examina
tion are in general those required for success as a professional account
ant.

42

State Boards of Accountancy
By the National Association of State Boards of Accountancy*

Although there is a Uniform CPA Examination, there is no national
CPA certificate. A person who wishes to qualify as a certified public
accountant must do so under the laws of one of the states or territories.
While most of the principal features of the state laws and regulations
have much in common, there are important differences in many pro
visions from state to state. This section does not attempt to cover all of
the various features of state laws and board regulations, but rather it is
an effort to point out some of the background and the history of regu
lation and to cover in a general way some of the features of laws and
regulations that are likely to be of particular interest to candidates.
Sources of Specific Information

A loose-leaf Accountancy Law Reporter Service is published and
kept current by Commerce Clearing House. However, the accurate,
primary source of information available to a candidate is his state board
of accountancy. He should not hesitate to utilize the facilities which
they have available for helping him. Members of the state board have
assumed a serious responsibility in administering the laws of the state.
He may be sure that, to the full extent they are able to do so, they are
glad to help him qualify as a CPA. The laws and rules are not designed
*The National Association of State Boards of Accountancy was formerly
the Association of CPA Examiners. This material is not an official statement
of the Association. It was prepared by Bert W. Lockhart, vice-president, 1960-61,
and revised by Carl Dechow, Jr., vice-president, 1969-70.
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to be arbitrary and unreasonable but are intended to insure that the
citizens, the businessmen, and the community generally can rely upon
a CPA’s competence.

Early Development

The profession of modern public accounting had its origin in Great
Britain during the last half of the nineteenth century. During this
period professional societies developed, and the pattern of admission to
the societies through the passing of a series of examinations was estab
lished. Granting of the professional designation was in the hands of the
societies, and preparation for the profession was almost entirely by
means of articles of apprenticeship.
The flow of foreign capital, largely British, to this country after
the Civil War brought with it a peaceful invasion of British account
ants to look after the interest of the investors. These accountants
formed an important part of the nucleus of the developing public ac
counting profession in the United States. Although they brought with
them the ideas of professional development in their country, those
ideas were not fully accepted in this country. In 1896, New York passed
the first law creating and recognizing the title “certified public ac
countant,” and the pattern was set for state rather than private control
of the public accounting profession.
Concurrent with the growth of CPA legislation came the develop
ment of a national professional organization. The American Association
of Public Accountants, founded in 1887, became the Institute of Ac
countants in the United States of America in 1916 and the following
year adopted the name, The American Institute of Accountants. On
June 3, 1957, the present name, American Institute of Certified Public
Accountants, was adopted.

State Boards of Accountancy

Although there are many variations in accountancy laws through
out the nation, there is, in each state and territory, a board of account
ancy. The composition of the majority of state boards of accountancy
consists of from three to five CPAs appointed by the governor for a
specified term, and each board receives its authority from one or more
state statutes. In addition to the CPA members, 14 state boards in
clude from one to three public accountants as members, while ten state
board memberships include either a public member, attorney, econo
mist, or a state official. The laws of the states may be classified into two
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types as to regulation of practice. Some states, where legislation is of
the “permissive” type, do not restrict public accounting practice to
CPAs but merely restrict the use of the designation or title. Other
states limit practice within prescribed areas to CPAs or to those in
practice as of the effective date of the law. In these states where socalled “regulatory” statutes exist, the administration of the accounting
law is the function of the state board of accountancy. Most of the laws
of this type empower the state board to promulgate and enforce rules
of professional conduct and rules and regulations for the orderly ad
ministration of the act. In states that have the “permissive” types of
legislation, accountancy boards are, generally speaking, examining
boards which pass upon the qualifications of applicants for certificates,
either by reciprocity or by examination, and who give examinations
and award the certificates to the successful candidates.

Finances

Funds for the administrative work of state boards are provided by
examination fees, annual permit fees, and fees for the issuance of recip
rocal certificates. In most instances the examination and grading costs
approximate the statutory fees for the examinations; the average an
nual permit fee is a nominal amount adequate only to cover operating
and administrative costs of the state board. Preferably, fees received
should be earmarked for exclusive use of the board, but in some in
stances all fees revert to the general funds of the state, and operating
expenses are appropriated from general state funds.

State Societies of Certified Public Accountants

State boards of accountancy should not be confused with state
societies of certified public accountants. State boards are administra
tive branches of the respective state governments, whereas state soci
eties are voluntary, private, professional organizations which handle on
a state level the types of activity handled by the American Institute of
Certified Public Accountants on the national level.

Examination

Since 1953 all states have used the Uniform CPA Examination
prepared by the Board of Examiners of the American Institute of Cer
tified Public Accountants; thus the CPA certificate has uniform sig
nificance throughout the country. The state boards are responsible for
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grading examination papers, but all use the Advisory Grading Service
provided by the American Institute of Certified Public Accountants
which affords a suggested uniform standard against which they may
review their papers. The uniformly high standards achieved through
use of a common examination and a central grading service have made
the CPA certificate national in acceptance, and in most states a CPA
of one state may obtain a “reciprocal” certificate without examination
from another state if he meets all of the qualifications of the state to
which he applies for the reciprocal certificate.
A CPA Examination Appraisal Commission was organized on
March 21, 1959, under the sponsorship of the National Association of
State Boards of Accountancy. The members included representatives
from state boards of accountancy, the public accounting profession, the
legal profession, state professional licensing authorities, banking, and
higher education. Their report was completed during 1961 and the re
sults were published by the National Association of State Boards of
Accountancy. The chief purpose of this appraisal was to review the
overall fairness and operation of the Uniform CPA Examination and
the Advisory Grading Service for the benefit of CPA candidates and
the protection of the public interest through the promotion of high
standards for the public accounting profession.
The conclusions of the Commission were most gratifying. The
present Uniform CPA Examination and its related Grading Service, in
their opinion, maintain professional standards that are in the best pub
lic interest. The National Association of State Boards of Accountancy
has placed copies of the report of the Commission in the libraries of
universities that have schools of business administration.
In addition to the Uniform CPA Examination, 30 state boards ad
minister an ethics examination (generally an open-book examination)
before a CPA certificate is issued.

Conditional Credit

The passing grade in each subject is 75. Conditional credit for
subjects passed is usually given if not all subjects are passed on one ex
amination. Some states require that only one subject must be passed to
receive conditional credit, some states require that two subjects be
passed, and many require a minimum grade in the subjects failed in
order for a candidate to receive conditional credit for the subjects
passed. Requirements also vary as to the number of opportunities the
candidate will be given to pass the remaining subjects. Most states give
the candidate two to five opportunities before the conditional credit
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expires. After expiration of the conditional credit, the candidate must
be reexamined in all four subjects if he wishes to continue to work
toward a CPA certificate.

Other Requirements

Considerable variation is found in the requirements for admission
to the CPA examination. Some states require a certain amount of pub
lic accounting experience before a candidate is admitted to all or certain
parts of the examination. As to educational requirements, generally
speaking they are based on a college degree with a concentration in
accounting and other business subjects. Most states, however, have
provisions which allow substitution of public accounting experience for
formal academic education. While the laws of nearly all states require
the applicant to be a citizen of the United States or to have duly de
clared his intention of becoming a citizen, some have eliminated the
citizenship requirement and others are considering similar action.
Almost without exception the applicant must be a resident of the state
in which he makes application, or be employed therein, either at the
time of applying or the date of qualifying for a CPA certificate.
Application for admission to the CPA examination should be made
to the appropriate state board of accountancy in time to meet the
application date deadline set by the board. In all states the examina
tion is given twice a year, May and November. The specific dates for
each examination are published in The Journal of Accountancy and
may also be secured from the state board of accountancy.
The applicant will be notified by his state board of accountancy
as to whether he has been accepted for admission to the examination,
and, if accepted, he will be notified as to the time and place to report.
Any additional instructions of the board should be carefully noted and
followed. Many states require the completion of an information ques
tionnaire in addition to their standard application form; all forms
should be completed promptly and forwarded to the state board as
directed.

Continuing Education

One state board of accountancy has adopted a policy which re
quires that in order to register as “in practice” for the year 1972 and
thereafter, the Certified Public Accountant or Public Accountant must
furnish evidence of participation in continuing education for a mini
mum of 15 days within the preceding three-year period.
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Appendix

UNIFORM CERTIFIED PUBLIC ACCOUNTANT EXAMINATION

General Instructions

1. Read carefully the identification card given to you and make a
note of your candidate number for future reference. Write only your
candidate number on your examination papers for identification pur
poses; do not sign your name any place on your examination papers. If
you use the wrong number on your paper, you cannot receive credit for
your work. Consult with the examination proctor if you lose your
number.
2. All amounts given in a question or problem are to be considered
material unless otherwise stated.
3. The CPA is confronted with the necessity of expressing his
opinions and conclusions in written reports in clear, unequivocal lan
guage. Although the chief purpose of the CPA examination is to test
your knowledge and application of the subject matter, your ability to
organize and present information in acceptable written language, and
in well-organized and comprehensive working papers, will be consid
ered by the examiners. Serious inadequacies in the presentation of
information may result in failure.
4. Answers must be submitted only on paper furnished to you,
and must be completed within the total time specified in the examina
tion booklets. Identify your answers with the proper question numbers.
Begin your answer to each question on a separate page, and number the
pages in accordance with the instructions on the examination booklet.
Before giving your papers to the proctor, arrange the pages in the
order of the questions.
5. Unless you receive other instructions, answers may be written
in pencil or ball-point pen. If pencil is used it should be soft enough to
leave a clearly visible impression; credit cannot be given for illegible
answers. Write on only one side of the paper. Use a soft pencil, prefer
ably # 2 lead, to blacken the spaces on the answer sheets provided for
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the objective-type questions. Do not use a ball-point pen on these
answer sheets.
6. Use the unruled pages, Form F, for calculations, working notes,
etc. Identify these pages as to the problem to which they pertain, and
attach them to the proper solutions. Your rough calculations and notes
are needed by the examiners to understand your solutions.
7. Examination supplies furnished to you must be returned
whether used or not. You may retain the examination booklets pro
vided that you leave the examination room not more than 30 minutes
before the end of the sessions.
8. Any reference during the examination to books or other docu
ments, or the exchange of information with other persons, shall be con
sidered misconduct sufficient to bar you from further participation in
the examination.
Suggestions to the Candidate

1. Estimated minimum and maximum times for answering each
question or group of questions is given in the examination booklets. It
is recommended that you not spend more than the maximum time on a
question until the others have been answered, except to the extent that
maximum times have not been used for prior questions. Following is an
example of time estimates as given in the examination booklets.
Estimated Minutes
Minimum Maximum
I (All required):
1 ......................................................
25
2 ..........................................................
25
3 ..........................................................
20
4 ..........................................................
25
5 ..........................................................
25
6 ..........................................................
25
Total for Group I..................... 145
Group II (One required).............................
30

Group
No.
No.
No.
No.
No.
No.

Total for examination............

30

30
25
30
30
30
175
35
210

175

2. As a general rule, the point values for individual questions
will be approximately proportionate to the estimated times for the
questions.
3. Attempt every required question. If you are unable to complete
the examination, partial answers are better than none and will receive
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appropriate credit. When more questions are answered out of a group
of optional questions than are required, the excess answers will not be
graded.
4. Avoid general explanations of how to solve the problems. Actu
ally solve the problems as well as you can. If time grows short, a brief
statement to the point is permissible but full credit cannot be obtained
by this expedient.
5. Formal journal entries and formal financial statements should
not be prepared unless specifically required. Time may be saved by en
tering adjustments, reclassifications, etc., directly on the working pa
pers. While neatness is important, elaborate working papers should not
be prepared.
6. Should you determine that a problem or question permits
alternative treatments, the credit awarded by the examiners will de
pend on the explanations presented to support your answer.
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